
 

 

 

 

MFA Year In Review 
Last year was a significant year for the alternative investment industry with the development and 
implementation of a number of financial regulatory reforms worldwide.  2011 also represented an 
important milestone for MFA as we celebrated our 20th Anniversary, welcomed new members to our 
Board of Directors and elected a new Chair, William Goodell of Maverick Capital.  We also expanded 
our membership with a focus on building out our presence in Europe.  MFA now represents over 3,300 
members - nearly 78% of the assets managed by the largest 100 firms in the global hedge fund and 
managed funds industry. 
 
As we look ahead to the issues that will dominate the policy and regulatory landscape for 2012, it is 
also important to review some of the important developments that took place in 2011, particularly with 
respect to implementation of financial regulatory reform.  This month, MFA published its 2011 Year In 
Review, outlining key areas of MFA engagement and advocacy on behalf of the global alternative 
investment industry.  We hope you take this opportunity to read MFA's 2011 Year In Review and stay 
connected to learn about important developments in 2012. 

  
 

CFTC Portfolio Margining Petition 
MFA believes that the ability to calculate margin for cleared swaps customer accounts on a portfolio 
margin basis is essential to encourage increased clearing of swaps, enhance customer hedging and 
reduce systemic risk through clearing, and provide capital efficiencies for market participants.  MFA 
recently submitted a comment letter urging the CFTC to grant a petition from ICE Clear Credit, LLC that 
would bring significant benefits to customers in the form of capital efficiencies and clearing access that 
result from portfolio margining and netting of offsetting positions in single-name credit default swaps 
("Security-Based CDS") and broad-based indices ("Index CDS").  MFA also supported ICE's petition 
request to hold customer positions in Security-Based CDS and Index CDS, and related margin assets, 
in single customer omnibus accounts to implement its portfolio margining program.  MFA's comments 
in support of portfolio margining do not represent a position with respect to the CFTC’s recently 
adopted final rulemaking on segregation requirements for cleared swaps using the LSOC (legal 
segregation with operational commingling) model.  Click here to see MFA’s letter to the CFTC. 
  
  

MFA Comment Letter to FSOC on Supervision of Nonbank Financial 
Companies 
In 2011, the Financial Stability Oversight Council (FSOC) released a notice of proposed rulemaking 
and interpretative guidance regarding Authority to Require Supervision and Regulation of Certain 
Nonbank Financial Companies.  MFA believes FSOC should analyze financial institutions based on 
objective, quantitative data to determine which nonbank financial companies should be deemed 
systemically significant and, therefore, subject to supervision by the Board of Governors of the Federal 
Reserve System.  Accordingly, MFA submitted a comment letter to FSOC in December 2011 
encouraging the Council to do the following: 
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1. In general, to apply the proposed rule and guidance on individual investment funds, in light of the 
important difference between the fund managers, which often do not hold significant assets, but rather 
manage assets on behalf of clients, and the investment funds where the assets are held; 
 
2. To the extent the Council engages in future rulemaking or guidance with respect to asset managers 
or hedge and private equity funds, to propose such rules or guidance for public review and comment; 
and 
 
3. To provide additional clarity regarding the criteria that it will consider when analyzing nonbank 
financial institutions, particularly the so-called Stage 1 thresholds (such as the consolidated asset test, 
the scope of the short-term debt and loans outstanding thresholds, and the calculation of derivatives 
liabilities) set out in the guidance. 
 
MFA will continue engaging with regulators to ensure open dialogue on this important issue. 
  
 

MFA Submits Rulemaking Petition to SEC on Private Fund Offerings 
On January 6, MFA submitted a comment letter to the SEC requesting that the Commission amend 
Rule 502(c) of Regulation D to eliminate the prohibition on offers or sales securities by general 
solicitation or general advertising with respect to private funds. In the letter, we explained that 
eliminating the prohibition would: 

1. Reduce the legal uncertainty resulting from the current regulation of private fund offerings 
conducted in reliance on Regulation D; 

2. Increase transparency of the hedge fund industry in a manner consistent with the Dodd-Frank 
Act and recent regulatory initiatives; 

3. Facilitate capital formation and reduce administrative costs by allowing investors to more easily 
obtain information about private funds; 

4. Maintain strong investor protections and ensure that only sophisticated investors are able to 
purchase interests in private funds; and 

5. Reduce regulatory oversight costs and allow the SEC staff to reallocate resources to other 
aspects of investor protection, including products offered and sold to retail investors. 

  
The letter has been mentioned recently in various media outlets.  Among the highlights, the Financial 
Times quoted Stuart Kaswell, MFA’s Executive Vice President and Managing Director, General 
Counsel, saying “We hope this will take some of the mystery out of things and get rid of the legal 
complexity associated with marketing. We believe it is the appropriate time for these rules to change 
and the industry wants to be more transparent.”  Bloomberg News was one of the first outlets to feature 
the MFA letter, noting that in the letter, MFA President and CEO Richard H. Baker wrote “‘The industry 
is viewed as secretive, creating an unwarranted negative inference by investors and regulators,’ Baker 
said. Removing curbs on advertising and solicitation would be ‘an important step in allowing a wider 
audience to learn about the industry,’ he said.” 
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